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INTRODUCTION 

We  performed  a  financial-compliance  audit  of  the  Department 
of  AgricultLiro  for  each  of  the  two  fiscal  years  ended  June  30,  1984 
and  1985.  The  objectives  of  the  audit  were  to:  1'*  make  recommenda- 
tions for  improvement  in  the  department's  management  and  internal 
controls;  2)  determine  the  department's  compliance  with  applicable 
laws  and  regulations;  and  3)  determine  if  the  department's  finan- 
cial schedules  present  fairly  the  results  of  its  operations  for  each 
of  the   two   fiscal   years   ended  June   30,    1984  and    1985. 

This  report  contains  8  recommendations  to  the  department. 
These  recommendations  address  areas  where  the  department  can 
improve  management,  financial  reporting,  and  compliance  with  laws 
and  regulations.  Although  the  report  does  not  report  recommenda- 
tions made  in  our  report  on  the  Agricultural  Loan  Authority  (issued 
January  1986),  the  effect  of  the  results  of  operations  of  the  Au- 
thority on  the  Enterprise  Fund  of  the  department  is  noted  in  the 
audit  opinion.  Other  areas  of  concern  deemed  not  to  have  a 
significant  effect  on  the  successful  operations  of  the  department 
are  not  included  in  this  report  but  have  been  discussed  with 
management.  To  meet  federal  reporting  requirements  the  body  of 
the  audit  report  discusses  instances  of  noncompliance  with  federal 
laws  and   regulations. 

In  accordance  with  section  5-13-307,  MCA,  we  analyzed  the 
costs  of  implementing  the  recommendations  made  in  the  report. 
Each  report  section  discloses  the  cost,  if  significant,  of  implement- 
ing  the   recommendation. 

DACKGROUND 

The  Constitution  of  the  State  of  Montana  mandates  the  Legis- 
lature to  provide  for  a  Department  of  Agriculture.  The  depart- 
ment's  statutory   functions  and   responsibilities  are  to: 

1  .        encourage   and    promote    the    interests    of  Montana    agricul- 
ture, 

2.         publish   agricultural    statistics. 


3.  represent  the  agricultural  community  in  product  distribu- 
tion  and   marketing    issues, 

1.        maintain   a  crop  market   news   service,    and 

5.  regulate  and  protect  Montan.i  agricultural  activities 
through  the  administration  of  agriculture-relatec)  stat- 
utes. 

The    department    consists    of    four    divisions    and    two    units    which 
administer  the   following   programs: 

Centralized    Services    Division   -    provides    support    to    all 
other   programs   in   the  department  and   performs  administra- 
tive   responsibilities    including    accounting,    fiscal    manage- 
ment,    payroll,     purchasing,     property    control     and     data 
processing. 

Environmental  Management  Division  -  administers  the 
Montana  Pesticides  Act,  the  Insect  Surveillance  and 
Detection  Act,  the  Noxious  Plant  Management  Assistance 
Act,  and  the  Departinent  Chemical  Analytical  Laboratory. 
It  also  provides  technical  and  consultant  services  to 
agriculture  in  the  environmental  and  pest  management 
program  areas  and  enforces  regulations  for  the  protec- 
tion of  producers  and  consumers. 

Plant  Industry  Division  -  consists  of  three  bureaus: 
1 )  Commodity  Services  Bureau,  2)  Grain  Standards 
Bureau,  and  3)  Specialized  Services  Bureau.  These 
bureaus  work  cooperatively  to  provide  professional 
services  to  agricultural  industries.  The  division  pro- 
vides for  the  administration  and  enforcement  of  the 
regulatory  laws  controlling  marketing/production/manu- 
facturing of  agricultural  commodities  exported  from  or 
distributed  within  the  state,  and  provides  vegetable, 
fruit,  and  nursery  stock  inspection  as  a  service  to  all 
Montana  consumers.  The  division  also  administers  the 
activities  of  the  Alfalfa  Leafcutting  Pee  Advisory  Commit- 
tee. 

Agricultural  Development  Division  -  administers  the 
following  three  programs  m  addition  to  the  Agricultural 
Loan  Authority  program  and  the  Alfalfa  Seed  Committee 
activities. 

Crop    and    Livestock    Reporting   -   serves    the    agricultural 
industry    of    Montana,    allied    interests,    and    the    general 
public    by    collecting    and    publishing    statistics   on    a    state 
and  county  basis   relating   to  the  production  and  marketing 
of  crops,    livestock,   and  other  agricultural   products. 


Marketing  -  provides  direct  assistance  to  Montana  firms 
in  foreign  market  development;  provides  marketing  and 
statistical  information;  coordinates  marketing  from  the 
initial  producer  to  the  consumer  and  assists  both  the 
producer  and  industry  to  find  means  to  more  efficiently 
market  their   products. 

Rural  Development  -  administers  federal  rural  rehabilita- 
tion moneys  and  provides  loans  to  substandard  income 
rural  Montanans  for  farm-ranch  real  estate,  livestock, 
operations,  student  education,  youth  livestock,  and 
agribusiness  loans.  The  program  coordinates  the  depart- 
ment's interest   in   natural   resource  activity. 

Hail  Insurance  Unit  -  administers  Montana's  hail  insur- 
ance laws  and  offers  crop  insurance  and  protection 
against  crop  loss  due  to  hail.  The  Hail  Board  is  at- 
tached to  the  department  for  administrative  purposes 
only. 

Wheat  Researcli  and  Marketing  Unit  -  paid  for  by  volun- 
Tary  (participation  o7  grain  producers,  encourages  and 
promotes  the  development  of  markets  for  Montana  wheat 
and  barley  and  funds  intensive  scientific  and  practical 
research  into  all  phases  of  wheat  and  barley  culture, 
production,  and  use.  The  Wheat  Research  and  Marketing 
Committee  manages  funds  provided  by  voluntary  assessment 
on  producer  sales  and  is  attached  to  the  department  for 
administrative   purposes  only. 


SU^^MARY   OF   PRIOR   AUDIT    RECOMMENDATIONS 

Our  office  performed  an  audit  of  the  department  for  the  two 
fiscal  years  ended  June  30,  1982  and  1983.  The  report  contained 
ten  recommendations  which  are  still  applicable  to  current  depart- 
ment operations  under  audit.  The  department  concurred  with  all 
ten  of  the  recommendations.  Of  the  ten  recommendations,  six  have 
been  implemented  or  partially  implemented  and  four  have  not  been 
implemented.  The  recommendations  not  implemented  are  discussed 
in  the  departmental  reorganization  and  federal  compliance  sections 
of  this   report. 


DEPARTMENTAL   REORGANIZATION 

Several  years  ago  the  department  reorganized  into  four  divi- 
sions. As  part  of  this  reorganization,  accounting  and  reporting 
for  federal  grants  was  designated  as  a  function  of  the  Centralized 
Services  Division.  The  Centralized  Services  Division  has  not  yet 
assumed  responsibility  for  this  function.  Inadequate  exchange  of 
financial  information  between  grant  managers  and  the  Centralized 
Services  Division  personnel  contributed  to  problems  discussed  in 
the  following  two  sections  and  the  federal  compliance  area  on 
pages  5  through  8.  We  recommended  the  department  complete 
implementation  of  its  reorganization  plan  in  the  prior  audit  report. 
Until  that  is  completed,  these  types  of  problems  will  continue  to 
occur. 

Revenue  Adjustments 

The  department  receives  money  from  the  Environmental  Pro- 
tection Agency  fEPA)  via  a  federal  letter  of  credit.  The  letter  of 
credit   system  allows   an   electronic   funds   transfer  of  cash. 

As    of    June  30.     1985,     the    department    had    collected    $32,949 
more  federal  cash   than   had  been  expended  or  obligated.      Therefore, 
the   department    deferred    recognition    of   the    revenue    related    to   the 
excess    cash    collected    because    it    had    not    yet    been    earned.       This 
practice  follows   state  accounting   policies. 

However,  during  November  1985,  the  department  requested 
money  from  EPA  to  cover  current  expenditures.  A  portion  of  this 
money  was  recorded  as  a  prior  year  revenue  adjustment,  in  effect 
recognizing  additional  fiscal  year  1984-85  revenue.  The  cjepart- 
ment's  records  do  not  adequately  support  the  amount  of  the  prior 
year  revenue  adjustment. 

When   we   reviewed   these  transactions,    we  found   that: 

1.  a  $25,968  revenue  adjustment  had  been  made  during 
fiscal  year  1984-85  that  increased  revenue  for  that  year 
to  correct  previous  errors   in  collection   reports,   and 

2.  $12,960  of  the  November  1985  receipt  was  recorded  as 
1984-85  fiscal  year  revenue,  but  agency  records  show 
that  $5,685  of  the  amount  should  be  recorded  as  fiscal 
year   1985-86   revenue. 


A  department  official  stated  the  Centralized  Services  Division 
relies  on  information  provided  by  the  Environmental  Management 
Division  when  processing  these  collections;  this  information  does 
not  always  coincide  with   the  department's   fiscal   year. 

Equipment   Records 

The  department  purchased  and  received  $8,470  in  equipment 
for  the  Environmental  Management  Division  during  fiscal  year 
198'l-85  that  was  not  recorded  on  department  equipment  records 
until   September   1985. 

As  a  result,  the  change  in  fixed  assets  between  June  30, 
1984,  and  June  30,  1985,  and  the  balance  of  equipment  at  June  30, 
1985  are  understated  in  agency  accounting  records.  The  informa- 
tion   related   to   fixed  assets   is   described   in   footnote  six,    page   28. 

The  department  property  manager  relies  on  reports  from  each 
division  to  update  property  records  between  physical  counts.  The 
Environmental  Management  Division  did  not  inform  the  property 
manager  that  the  equipment  had  arrived  until  months  later.  Each 
agency  receives  a  "Property  Action  Required  List"  (PARL)  which 
details  expenditure  activity  related  to  equipment  purchases.  The 
property  manager  should  review  the  PARLs  each  month  and  update 
the  equipment  records  as  necessary,  thus  not  having  to  rely  solely 
upon   personnel    in   other   divisions. 

RECOMMENDATION    #1 

WE  RECOMMEND  THE  DEPARTMENT  IMPLEMENT  ITS  REORGA- 
NIZATION PLAN  TO  TRANSFER  THE  ACCOUNTING  AND 
REPORTING  FUNCTIONS  FOR  FEDERAL  GRANTS  TO  THE 
CENTRALIZED   SERVICES   DIVISION. 


FEDERAL   COMPLIANCE 

Our  audit  of  federal  moneys  was  performed  in  accordance  with 
the  requirements  in  the  U.S.  Office  of  Management  and  Budget 
(OMB)    "Circular  A-102,    Attachment   P."      This   circular   provides   for 


independent  audits  of  financial  operations,  including  compliance 
with  certain    federal    laws  and    regulations. 

We  reviewed  major  compliance  areas  in  the  Environmental 
Protection  Agency  (EPA^  and  Marketing  Development  grant  pro- 
grams. We  specifically  tested  the  Pesticide  Enforcement  EPA 
program  and  the  Marketing  Development  grant  program.  The  areas 
reviewed   include: 

1  .        financial    reporting   systems; 

2.  meeting   federal    program  objectives; 

3.  cost   allowability;    and 
^.        cash   management. 

Nothing  came  to  our  attention  that  causes  us  to  believe  un- 
tested compliance  issues  are  not  in  accordance  with  applicable  laws 
and   regulations. 

In  the  following  sections  of  our  report  we  discuss  concerns 
requiring  disclosure  in  accordance  with  Attachment  P.  As  a  result 
of  our  audit,  it  is  our  opinion  that  the  deficiencies  noted  did  not 
significantly  affect  the  successful  operations  of  the  programs  or 
the  allowability  of  costs   in  conformity  with   program   regulations. 

Financial   Reports 

As  a  condition  of  its  EPA  grant  agreements,  the  department  is 
responsible  for  providing  EPA  with  various  financial  reports.  The 
department  utilizes  Financial  Status  Reports  (FSR)  for  reporting 
program  expenditures  to  the  federal  government  and  the  Federal 
Cash   Transactions   Report   to   report   the   status  of  cash  on   hand. 

0MB    "Circular  A-102,    Attachment   H"    provides   that: 

"Federal  agencies  shall  require  grantees  to  submit  the 
Financial  Status  Reports  no  later  than  30  days  after  the 
end  of  each  specified  reporting  period  for  quarterly  and 
semi-annual  reports,  and  90  days  for  annual  and  final 
reports." 

The  reports  prepared  by  the  department  are  not  submitted  by  the 
required  deadline.  A  special  condition  for  the  EPA  grants  is  that 
a    FSR    for    each    grant    be    ".    .    .    submitted    to    EPA    within    90  days 


after  termination  of  the  budget  period  ..."  We  observed  seven 
FSRs  for  the  EPA  grants  and  found  none  of  these  reports  were 
submitted  by  the  required  deadline.  The  reports  were  one  to 
eight  months   late. 

EPA's  "Letter  of  Credit  -  Treasury  Financial  Communications 
System  -  Recipient's  Manual"  requires  that  Federal  Cash  Transac- 
tion Reports  "...  must  he  submitted  15  working  days  following 
the  end  of  each  calendar  quarter  ..."  We  reviewed  eight 
reports  and  found  four  Cash  Transaction  Reports  were  over  four 
months   late  and   four  were  ten   days   late. 

Department  officials  stated  that  reports  are  not  prepared  or 
submitted  in  accordance  with  federal  regulations  because  of  staff 
changes  throughout  the  department.  The  department's  reorganization 
plans  to  move  the  accounting  and  reporting  function  for  federal 
grants  to  the  Centralized  Services  Division  should  alleviate  some  of 
the   reporting    problems. 

The  Department  of  Agriculture  should  establish  procedures  to 
ensure  federal  reports  are  submitted  on  a  timely  basis.  If  federal 
deadlines  cannot  be  met,  the  department  should  obtain  written 
approval    for  extension   nf  the  deadline. 

RECOMMENDATION    #2 

WE  RECOMMEND  THE  DEPARTMENT  ESTABLISH  PROCEDURES 
TO  ENSURE  THAT  FINANCIAL  STA"i  US  REPORTS  ARE  PRE- 
PARED AND  SUBMITTED  IN  ACCORDANCE  WITH  FEDERAL 
REGULATIONS. 


Federal   Cash  Management 

We  revievyed  the  department's  federal  cash  balances  for  com- 
pliance with  cash  management  standards.  According  to  OMB 
"Circular  A-102,    Attachment  G": 

"Vi/hen  advances  are  made  by  a  letter-of-credit  method, 
the  grantee  shall  make  drawdowns  from  the  U.S.  Trea- 
sury as  close  as  possible  to  the  time  of  making  the 
disbursements. " 


To  satisfy  the  requirements,  drawdowns  are  generally  recommended 
to  cover  disbursements  which  will  be  made  within  a  three  to  five- 
day   period. 

In  our  testing  we  noted  that  the  department  maintains  excess 
federal  cash  on  hand  for  the  Environmental  Protection  Agency 
(EPA)  grants.  During  fiscal  year  198'4-85,  the  average  cash 
balance  was  $11,399  and  was  $3,808  during  fiscal  year  1983-81. 
Letter-of-credit  drawdowns  covered  disbursements  made  over  a 
period  of  two  or  three  months  in  some  cases  in  both  fiscal  years 
1983-84   and    1984-85. 

The  department  manages  federal  cash  on  the  state's  accounting 
records  in  total  rather  than  l)y  grant.  This  f>ractice  increases  the 
possibility  that  money  from  one  grant  will  be  used  to  pay  expendi- 
tures related  to  another  grant.  We  noted  three  months  in  fiscal 
year  1983-84  and  six  months  in  fiscal  year  1984-85  where  cash 
balances  for  EPA  grants  were  negative  in  the  manual  detail  records 
kept  by  the  department  to  track  grant  cash  balances.  Negative 
balances  ranged  from  $1,507  to  $21,107.  In  these  instances,  cash 
from  one  grant  paid  expenses  of  EPA  grants  that  should  have  been 
covered  by  drawing   down  on   the  EPA   letter-of-credit. 

RECOMMENDATION    #3 

WE    RECOMMEND    THE   DEPARTMENT: 

A.  REOUEST  FEDERAL  MONEYS  ONLY  AS  NEEDED  TO 
MINIMIZE   CASH    BALANCES. 

B.  MAINTAIN  CASH  DETAIL  RECORDS  BY  GRANT  ON  THE 
STATE'S  ACCOUNTING  RECORDS  TO  ENSURE  TIMELY 
DRAWDOWNS  OF  GRANT   FUNDS. 


STATE   COMPLIANCE 

We  have  examined  the  financial  schedules  of  the  Department  of 
Agriculture  for  the  years  ended  June  30,  1984,  and  June  30,  1985, 
and  have  issued  our  report  thereon  dated  January  3,  1986.  Our 
examination      was      made      in      accordance      with      generally      accepted 


auditing  standards  and,  accordingly,  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we 
consicJered   necessary   in   the  circumstances. 

The  noncompliance  conditions  described  below  were  considered 
in  determining  the  nature,  timing,  and  extent  of  the  audit  tests 
applied  in  our  examination  and  these  conditions  do  not  affect  our 
opinion  on  the  Department  of  Agriculture  financial  schedules  dated 
January   3,    1986. 

[Except  for  the  instances  of  non-compliance  described  in  the 
following  sections,  the  Department  of  Agriculture  complied  with  the 
terms  and  provisions  of  laws  and  regulations  for  the  transactions 
tested.  Nothing  came  to  our  attention  in  connection  with  our 
examination  that  caused  us  to  believe  the  department  was  not  in 
compliance  with  the  terms  and  provisions  of  laws  and  regulations 
related   to  transactions   not   tested. 

Seed   Licenses 

The  Department  of  Agriculture  issued  licenses  to  nonresident 
seed  labeler  applicants  who  had  not  met  all  application  require- 
ments. None  of  the  four  nonresident  applicants  we  tested  had 
filed  the  required  document  with  the  Secretary  of  State  designating 
an  in-state  agent  or  naming  the  Secretary  of  State  as  having 
power  of  attorney.  Without  this  provision,  required  by  section 
80-5-202,  MCA,  legal  papers  could  not  be  served  on  the  applicant 
in  Montana  courts.  By  licensing  applicants  who  have  not  filed 
with  the  Secretary  of  State,  the  state  could  be  subject  to  lawsuits 
that  should  have  been  filed  against  properly  licensed  nonresident 
seed   labelers. 

Department  personnel  did  not  request  the  filing  because  they 
believed  that  changes  in  the  commodity  dealer  and  warehouseman 
law  enacted  during  the  1983  legislative  session  ensured  coverage  of 
nonresident  seed  labelers.  The  filing  is  not  on  their  checklist  for 
nonresident   applicants. 


RECOMMENDATION    im 

WE  RECOMMEND  THE  DEPARTMENT  COMPLY  WITH  THE  SEED 
LABELER  LICENSING  LAW  WHICH  REQUIRES  NONRESIDENT 
APPLICANTS   TO   FILE   WITH   THE  SECRETARY   OF  STATE. 


Investment  of  Funds 

The  Legislature  authorized  the  alfalfa  seed  assessment  in  the 
1981  legislative  session.  Section  80-11-310(31,  MCA,  requires  that 
the  department  invest  alfalfa  seed  assessment  funds  with  the  P.oard 
of  Investments.  The  department  did  not  invest  excess  alfalfa  seed 
assessment  cash   during    the  audit   period. 

In  evaluating  cash  management  policies,  we  consider  cash 
balances  above  the  amounts  needed  to  pay  current  bills  as  excess 
that  should  be  invested.  The  cash  balance  in  the  seed  assessment 
account  exceeded  $15,000  throughout  fiscal  year  1984-85  and 
$20,000   in   8  of  12   months   in   that  year. 

Vi/e  estimated  that  the  department  could  have  realized  at  least 
$1,500  of  investment  income  for  the  alfalfa  seed  program  by  invest- 
ing excess  alfalfa  seed  assessment  account  cash  in  fiscal  year 
1984-85. 

RECOMMENDATION    #5 

WE  RECOMMEND  THE  DEPARTMENT  INVEST  ALFALFA  SFED 
ASSESSMENT  ACCOUNT  CASH  WITH  THE  BOARD  OF  INVEST- 
MENTS  AS    REQUIRED    BY    STATE    LAW. 


Matching   Funds 

Section  17-2-108,  MCA,  requires  that  non-General  Fund  money 
be  spent   before  General    Fund   money   wherever   possible. 

In  our  federal  compliance  testing  of  Financial  Status  Reports 
(FSR),  wo  noted  unobligated  balances  of  federal  funds  at  the  end 
of  the  reporting  period  of  $37,389,  $15,062,  $14,728,  and  $1,847  in 
four  of  seven    FSRs   reviewed.      Iri  addition,    we  found   the  state  had 
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surpassed  matching  requirements.  This  indicates  the  department 
could  have  used  all  of  the  unobligated  balances.  By  not  using  all 
of  the  federal  moneys  that  have  been  matched,  the  department 
risks  losing  the  use  of  federal  moneys  and  the  state  foregoes  the 
use  of  and   potential   income   from   General    Fund   moneys   spent. 

The  recommendations  regarding  reorganization  (page  51  and 
federal  cash  management  (page  81  discussed  earlier  in  this  report 
provide  the  tools  ^or  the  department  to  monitor  grant  matching 
funds. 

RECOMMENDATION    ^6 

WE  RECOMMEND  THE  DEPARTMENT  MONITOR  THE  FEDERAL 
FL;NDS  to  ENSURE  NON-GENERAL  FUND  MONEY  IS  SPETJT 
BEFORE   GENERAL   FUND   MONEY. 


Dutch   Elm   Disease 

The  department  has  not  implemented  the  dutch  elm  disease 
control  program  passed  by  the  1979  Legislature.  State  law  re- 
quires the  department  to  prepare  rules  (section  7-22-103,  MCA) 
and  report  to  the  Legislature  annually  on  dutch  elm  disease  control 
measures  (section  7-22-105,  MCA).  The  department  estimates  that 
the  cost  of  preparing    rules   is   $270. 

The  law  also  requires  that  the  department  administer  grants 
to  local  governments  for  dutch  elm  diseaso  control.  The  Legisla- 
ture has  not  appropriated  funds  for  these  grants  or  to  administer 
the  program.  The  department  should  determine  whether  there  is  a 
need  for  this  program  and  present  the  results  of  such  a  study  to 
the   legislature. 

RECOMMENDATION  #7 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  COMPLY  WITH  STATE  LAWS  CONCERNING  THE  DUTCH 
ELM  DISEASE  CONTROL  PROGRAM. 

B.  EVALUATE  WHETHER  THE  LAW  COVERING  THE  DUTCH 
ELM  DISEASE  PROGRAM  SHOULD  BE  AMENDED  OR 
REPEALED. 


n 


Operating   Plans 

Section  7  of  House  Bill  iiH7 ,  the  appropriation  law  for  the 
biennium  ended  June  30,  1985,  requires  that  expenditures  be  made 
according  to  operating  plans  approved  by  the  Office  of  Budget  and 
Program  Planning.  An  operating  plan  includes  expenditures  for 
each  agency  program  detailed  at  least  by  amounts  for  personal 
services,  operating  expenses,  equipment,  benefits  and  claims, 
grants,    and   local   assistance. 

The  department  did  not  overspend  its  appropriations  in  total, 
however,  department  expenditures  oxceecfed  approved  operating 
plans  in  six  of  eight  programs  each  fiscal  year.  Within  these 
programs  the  department  expended  in  excess  of  approved  operating 
plans   fourteen   times  during   the  audit   period. 

In  order  to  comply  with  the  appropriation  laws,  operating 
plan  amendments  should  be  submitted  to  the  Office  of  Budget  and 
Program  Planning.  The  department  submitted  operating  plans  for 
each  appropriation  and  budget  amendment,  but  did  not  submit 
operating   plan  amendments. 

RECOMMENDATION    #8 

WE  RECOMMEND  THE  DEPARTMENT  SPEND  IN  ACCORDANCE 
WITH  APPROVED  OPERATING  PLANS  AS  REOUIRED  BY  THE 
APPROPRIATIONS   ACT. 


INTERNAL   CONTROL 

V/e  have  examined  the  financial  schedules  of  the  Department  of 
Agriculture  for  the  two  fiscal  years  ended  June  30,  1084,  and 
1985.  We  issued  our  opinion  dated  January  3,  I'JHG,  on  these 
schedules.  As  part  of  our  examination,  we  made  a  study  and 
evaluation  of  the  systems  of  control  of  the  department.  Our  study 
evaluated  the  systems  as  required  by  generally  accepted  auditing 
standards  and  Standards  for  Audits  of  Governmental  Organizations, 
Programs,    Activities,    and    Functions.      We  classified   the  controls   in 
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the  following  categories:  revenue  and  cash  receipts,  payroll,  and 
expenditures.  Through  our  study,  which  included  the  control 
categories  listed  above,  we  determined  the  nature,  timing,  and 
extent  of  our  audit  procedures.  We  did  not  evaluate  the  control 
systems  to  the  extent  necessary  to  give  an  opinion  on  either 
individual   segments  or   the  system  as  a   whole. 

The  management  of  the  Department  of  Agriculture  is  responsi- 
ble for  establishing  and  maintaining  systems  of  accounting  control. 
In  fulfilling  this  responsibility,  estimates  and  judgments  by  man- 
agement arc  required  to  assess  the  expected  benefits  and  related 
costs  of  control  procedures.  The  objectives  of  a  system  are  to 
provide  management  with  reasonable  assurance  that:  1)  assets  are 
safeguarded  against  loss  from  unauthorized  use  or  disposition; 
21  transactions  are  executed  in  accordance  with  management's 
authorizations;  and  3)  transactions  are  recorded  properly  to  permit 
the  preparation  of  financial  schedules  in  accordance  with  state 
accounting  policies.  Inherent  limitations  in  any  system  of  controls 
may  cause  errors  or  irregularities  to  remain  undetected.  The 
current  system  evaluations  should  not  be  used  to  project  to  future 
periods  since  the  procedures  may  become  inadequate  or  compliance 
with   them  may   deteriorate. 

The  limited  purpose  of  our  study  described  in  the  first 
paragraph  would  not  necessarily  disclose  all  material  weaknesses  in 
the  system.  Accordingly,  we  do  not  express  an  opinion  on  the 
system  of  controls  used  by  the  Department  of  Agriculture.  Our 
study  and  evaluation  :iisclosed  no  condition  which  we  consider  to 
be  a   material   weakness   in   the   system. 

The  preceding  three  paragraphs  are  intended  solely  for  the 
use  of  management  and  the  legislature  and  should  not  be  used  for 
any  other  purpose.  This  restriction  as  to  use  is  not  intended  to 
limit  the  distribution  of  this  document  which,  upon  presentation  to 
the   Legislative  Audit   Committee,    is  a  matter  of  public   record. 
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AUDITOR'S   OPINION    LETTER 
AND   AGENCY    FINANCIAL  SCHEDULES 


SUMMARY   OF  AUDIT  OPINION 

The  auditor's  opinion  issued  in  this  report  is  intended  to 
convey  to  the  reader  of  the  financial  schedules  the  degree  of 
reliance  which  can   he   placed  on   the  amounts   presented. 

The  opinion  issued  on  the  schedules  listed  in  paragraph  four 
of  the  auditor's  opinion  on  page  15  means  the  reader  should  not 
place  reliance  on   the  amounts   presented   in   those  schedules. 

The  opinion  issued  on  the  schedules  listed  in  paragraph  five 
of  the  auditor's  opinion  on  page  15  means  the  reader  may  rely  on 
the  fairness  of  the  amounts  presented  on  these  schedules  when 
analyzing   the  department's  operations. 


STATE  OF  MONTANA 


SCOTTA.  SEACAT 

LEGiSLATIVE  AUDITOR 


^tfitt  uf  tit^  ^t^hinii)xt:  ^nbiixtt 


STATE  CAPITOL 

HELENA,  MONTANA  59620 

406/444-3122 


DEPUTY  LEGISLATIVE  AUDITORS: 
JAMES  GILLETT 

FINANCIAL-COMPLIANCE  AUDITS 

JIM  PELLEGRINI 

PERFORMANCE  AUDITS 

LEGAL  COUNSEL: 

JOHN  W.  NORTHEY 


The   Lorjislative  Audit   Committee 
of  the  Montana   State   Legiskiture: 

We  liave  examined  the  financial  schedules  of  the  various  funds 
of  the  Department  of  Agriculture  for  each  of  the  fiscal  years 
ending  June  30,  HJe^l,  and  1985  as  shown  on  pages  17  through  28. 
Our  examination  was  made  in  accordance  with  generally  accepted 
auditing  standards  and  Standards  for  Audits  of  Governmental 
Organizations,  Programs,  Activities,  and  Functions  and,  accord- 
ingly, included  such  tests  of  the  accounting  records  and  such 
other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

As  described  in  Note  1  to  the  financial  schedules,  the  depart- 
ment's financial  schedules  are  prepared  in  accordance  with  state 
accounting  policy.  Accordingly,  the  accompanying  financial  sched- 
ules are  not  intended  to  present  financial  position  and  results  of 
operations  in  conformity  with  generally  accepted  accounting  princi- 
ples. 

The  department  charged  salaries  for  two  staff  to  the  Begin- 
ning Farmer  Program  even  though  the  staff  only  worked  on  the 
program  one-third  of  their  time.  The  department  did  not  charge 
the  program  for  administrative  costs  incurred  by  Centralized 
Services  and  did  not  record  bond  interest  or  expenses.  As  a 
result,  expenditures  were  overstated  by  $28,558  in  the  Enterprise 
Fund  for  fiscal  year  1984-85.  The  overstatement  was  32  percent  of 
the   audited    balance    of   expenditures    in    the    Enterprise    Fund.      The 
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fund    balance    was    understated    by    $31,489    or    43.8   percent    of    the 
audited  balance  for  the  same  period. 

In  our  opinion,  because  of  the  effects  of  the  items  discussed 
in  paragraph  three,  the  financial  schedules  listed  l>clow  do  not 
fairly  represent  the  results  of  operations  and  changes  in  fund 
balance  of  such  funds  of  tfie  Department  of  Agriculture  for  the 
fiscal  years  listed,  in  conformity  with  the  basis  of  accounting 
described   in   Note   1 . 


Schedule   Name 

Schedule   of   Changes   in 
Fund   Balances 

Schedule   of   Program 
Expenditures   by   Fund   - 
Budget   and   Actual 


Fund 
Enterprise 

Enterprise 


Fiscal  Year 

Two  Fiscal  Years 
Ended  June  30,  l')«5 

1984-85 


In  our  opinion  the  financial  schedules  listed  below  present 
fairly  the  results  of  operations  and  the  changes  in  fut^d  balance 
of  such  funds  of  the  Department  of  Agriculture  for  the  two  fiscal 
years  ended  June  30,  1985,  in  conformity  with  the  basis  of 
accounting  described   in   Note   1    applied  on  a  consistent  basis. 
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Schedule  Name 


Fund 


Fiscal  Year 


Schedule  of  Changes 
in  Fund  Balance 


Schedule  of  Revenue 
Estimate  and  Actual 


Schedule  of  Progrnm 
Expenditures  by  Fund  - 
Budget  and  Actual 


Schedul e  of  Program 
Expenditures  by  Object 

Schedule  of  Additions 
and  Deductions  to 
Agency  Fund  Property 
Held  in  Trust 


General 

Special  Revenue 
Expendable  Trust 

General 

Special  Revenue 
Enterprise 
Expendable  Trust 

General 

Special  Revenue 
Enterprise 
Expendable  Trust 

All  Funds 


Agency 


Two  Fiscal  Years 
Ended  June  30,  1985 


1983-84,  1984-85 

1983-84,  1984-85 

1983-84,  1984-85 

1983-84,  1984-85 

1983-84,  1984-85 

1983-84,  1984-85 

1983-84 

1983-84,  1984-85 

1983-84,  1984-85 


Two  Fiscal  Years 
Ended  June  30,  1985 


Our  examination  was  made  for  the  purpose  of  forming  an 
opinion  on  the  financial  schedules  referred  to  in  paragraph  one. 
The  accompanying  Scliedule  of  Federal  Grant  Receipts  is  presented 
for  additional  analysis  and  disclosure  purposes.  The  schedule  has 
been  subjected  to  the  tests  and  other  auditing  procedures  applied 
in  the  examination  nf  the  financial  schedules  and,  in  our  opinion, 
is  fairly  stated  in  all  material  respects  in  relation  to  the  financial 
schedules. 

Respectfully   submitted. 


James   Cillett,    CPA 
Deputy    Legislative  Auditor 


January   3,    1986 
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DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  CHANGES  IN  FUND  BALANCE 
FORTHE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1985 


Special 

Expendable 

General 

Revenue 

Enterprise 

Trust 

Fund 

Fund 

Fund 

Fund 

FUND  BALANCE,  July  1,  1983 


-0- 


$1 ,061 ,665 


$    25,606    $5,376. 183 


ADDITIONS: 

Fiscal  Year  1984 
Budgeted  Revenue 
Nonbudgeted  Revenue 

Total  Revenue 
Support  From  State  of  Montana 
Prior  Year  Revenue  Adjustments 
Direct  Entries  to  Fund  Balance 

Fiscal  Year  1985 
Budgeted  Revenue 
Nonbudgeted  Revenue 

Total  Revenue 
Prior  Year  Revenue  Adjustments 
Support  From  State  of  Montana 
Total  Additions 


524,786 

1 ,975,700 

2,981 

601 

527,767 

1,976,301 

980,364 

210 

(38,886) 

13,276 

539,624 

1,542,514 

22,917 

562,541 

1,542,514 

n?o) 

700 

1,007,979 

3,0^8,741 

3,493,905 

35,017 


35,017 


32,505 


32,505 


67,522 


2,245,811 

78 

2,245,889 


761, 59J 

3,678 

765,270 

154 


3,011,313 


REDUCTIONS : 
Fiscal  Year  1984 

Budgeted  Expenditures 

Nonbudgeted  Expenditures 
Total  Expenditures 

Prior  Year  Expenditure  Adjustments 

Cash  Transfers  Out 
Fiscal  Year  1985 

Budgeted  Expenditures 

Nonbudgeted  Expenditures 
Total  Expenditures 

Prior  Year  Expenditure  Adjustments 

Direct  Entries  to  Fund  Balance 

Cash  Transfers  Out 
Total  Reductions 

FUND  BALANCE,  June  30,  1985 


1,514,199 

I  ,962,29  7 

1 ,514,199 
(5,857) 

1,573,679 

1 ,962,297 
(13,747) 
24,601 

1,990,251 

1,573,679 
(3,280) 

1  ,990,251 
7,947 
(491) 
40,019 

3,078,741 
$    -0- 

4,010,877 
$   544,693 

80,389 


80,389 
435 


117,906 
(2,295) 
115,611 
43 


217,870 

1,873,635 

2,091 ,505 

24 


208,699 
458,879 
667,578 


196,478    2,759,111 


$(103,350)^  $5,628,385 


1 


See  footnote  7,  page  28. 


These  schedules  are  prepared  from  the  Statewide  Budgeting  and  Accounting  System.  Addi- 
tional information  is  provided  in  the  notes  to  the  financial  schedules  on  pages  25  through 
28. 
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DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  REVENUE  -  ESTIMATE  AND  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  1985 


Licenses 
and 
Permits 


Taxes 


Sale  of 

Grants, 

Documents , 

Rentals, 

Gifts, 

Merchandise, 

Leases, 

Bequests, 

Federal 

Service 

Investment 

and 

and 

Reimburse- 

and 

Assis- 

Fees 

Earnings 

Property 

Royalties 

ments 

Donations 

tance 

Fines 


Total 


GENERAL  FUND 
Estimated  Revenue  $381,314 

Actual  Revenue  374 ,051 

Collections 
Under  (Over)  Estimates    $   7,263 


$166,000 
164.903 

$   1,097 


300 
197 


103 


$    500 
23,390 

$(22,890) 


$1,000   $   549,114 
562.541 

$1.000   $   (13,427) 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections 
Under  (Over)  Estimates 


$  69,550 
69,121 


$ 


429 


$771,000 
734,313 


$538,575 
337,027 


$  71,883 
80,889 


$  36,687    $201,548    $  (9,006) 


$19,000 
8,527 

$10,473 


$3,000 
3.000 

$-0- 


$  26,000 
16.015 

$   9.985 


$43,600 
43.448 


$261,900 
250,174 


$    152   $  11,726 


$1,804,508 

1,542.514 

$   261,994 


ENTERPRISE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections 
Under  (Over"^  Estimates 


$240,000 
30,015 

$209,985 


$  2,500 
2,490 

$    10 


$   242.500 
32.505 

$   209.995 


EXPENDABLE  TRUST  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections 
Under  (Over)  Estimates 


$270,000 
244,498 

$  25,502 


$518,395 
516.662 

$      1,733 


$   6.500 
4,110 

$   2,390 


$   794.895 
765.270 

$    29.625 


These  schedules  are  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
schedules  on  pages  25  through  28. 


Additional  information  is  provided  in  the  notes  to  the  financial 
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DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  REVENUE  -  ESTIMATE  ACT  ACTUAL 

FOR  THE  FISCAL  YEAR  ENDED  JUNE  30,  198A 


Sale  of 

Documents, 

Licenses 

Merchandise, 

and 

Service 

Investment 

and 

Permits 

Taxes 

Fees 

Earnings 

Property 

Grants, 
Rentals,  Gifts, 

Leases,  Bequests,   Federal 

and    Reimburse-    and     Assis- 
Royalties    ments   Donations    tance 


Miscellaneous 


Total 


GENERAL  FUND 
Estimated  Revenue         $366,664 
Actual  Revenue  356, 265 

Collections 
Under  (Over)  Estimates    $  10,399 


$149,500 
167,802 

$(18,302) 


300 
248 


52 


$   500 
2,743 

$(2,243) 


-0- 
708 


$   516,964 
527,767 


(708)  $    (10,803) 


SPECIAL  REVENUE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections 
Under  (Over)  Estimates 


$  65,000   $1,078,000   $574,525    $  87,365 
65,863   1,136,057   373,314      83,944 

$    (863)  $   (58,057)  $201,211     $   3,421 


$17,300    $  2,600    $27,500   $10,800   $262,620 
13,877      2,600     21,728     5,133    273,184 

$  3,423    $  -0-      $  5,772    $  5,667   $(10,564) 


-0-     $2,125,710 
601     1,976,301 


(601)   $   149,409 


ENTERPRISE  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections 
Under  (Over)  Estimates 


$  52,200 
32,777 

$  19,423 


$  2,240 
2,240 

$  -0- 


$   54,440 
35,017 

$    19,423 


EXPENDABLE  TRUST  FUND 
Estimated  Revenue 
Actual  Revenue 
Collections 
Under  (Over)  Estimates 


$501,780 
447,601 

$  54,179 


$  4,000 
4,520 

$   (520) 


$2,000,000   $2,505,780 
1,793,768    2,245,889 

$   206,232    $   259,891 


These  schedules  are  prepared  from  the  Statewide  Budgeting  and  Accounting  Syste 
financial  schedules  on  pages  25  through  28. 


m. 


Additional  information  is  provided  in  the  notes  to  the 
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DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  PROGRAM  EXPE^fDITURES  BY  FTOD 

BUDGET  AND  ACTUAL 

FOR  FISCAL  YEAR  ENDED  JUNE  30,  1985 


Crop 

Centralized 

Rural 

Hail 

and 

Services 

Development 

Insurance 

Livestock 

Marketing 


Wheat 
Research 

and     Environmental     Plant 
Marketing   Management     Industry 


Total 


GENERAL  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 
Unspent  Appropriations 


S216,723 

184,905 

24,608 

1,131 

210.644 

$   6,079 


$73,155 

65,899 
5,993 

71,892 
$  1,263 


$  31,338 

22,743 

6,530 

155 

29,428 

$   1,910 


$832,634 

623,769 

173,381 

2,173 

799,323 

$  33,311 


$486,978   $1,640,828 


366,010 
78,148 
18,234 

462,392 
$  24,586 


1,263,326 

288,660 

21,693 

1,573,679 

f        67,149 


SPECIAL  REVENUE  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 
Grants 

Total  Actual 
Unspent  Appropriations 


$  96,727 

51.574 
14,690 

25,000 

91,264 

$   5,463 


$24,735 

$144,000 

$1,275,684 

$368,462 

14,455 

92,977 

139,119 

6,055 

56,612 

122,322 

125,115 

3,535 

6,220 
921,843 

69,482 

20.510 
$  4,225 


60,247 
$  83,753 


1,143,362 
$   133,322 


333,716 
$  34,746 


$590,970   $2,501,578 


255,421 

76,381 

9,350 

341,152 


553,546 

401,175 

88,687 

946,843 

1,990,251 


$249.818   $   511.327 


ENTERPRISE  FUND 
Budget 
Actual 
Personal  Services 
Operating  Expenses 
Equipment 

Total  Actual 
Unspent  Appropriations 


EXPENDABLE  TRUST  FUND 

Budget 

Actual 
Personal  Services 
Operating  Expenses 
Equipment 
Grants 

Local  Assistance 
Benefits  and  Claims 
Total  Actual 

Unspent  Appropriations 


PROGRAM  TOTAL 

Budget 

Actual 
Personal  Services 
Operating  Expenses 
Equipment 
Grants 

Local  Assistance 
Benefits  and  Claims 
Total  Actual 

Unspent  Appropriations 


$103,210 


$  40,817   $ 144,027 


53,921 

25,081 

79.002 

28,428 

9,538 

37,966 

(2,157) 

800 

(1,357) 

80,192 

35,419 

115,611 

$  23,018 

$   5,398 

1. 

28,416 

$  17,520 

$54,168 

$165,678 

1_ 

237,366 

16,463 

33,475 

105,561 

155,499 

842 

8,840 

600 

13,056 

29,972 
2,347 

84,151 
372,271 
594,302 

39,654 

2,947 

13,056 

84,151 

372,271 

17,305 

55,971 

667,578 

$    215 

$(1,803) 

$(428,624) 

$_ 

(430,212) 

$434,180 

$54,168 

$  165,678 

$97,890 

$175, 

,338 

$1,276,684 

$1,201 

,096 

$1,118,765 

$4 

.523,799 

306,863 

33,475 

105,561 

80.354 

22, 

,743 

92,977 

762 

,888 

646,512 

2 

,051,373 

68,568 

8,840 

29,972 

12,048 

63, 

,  U2 

122,322 

298, 

,496 

164,067 

767,455 

(1,026) 

600 

2,347 

3. 

,790 

6,220 

71, 

,655 

28,384 

111,970 

25,000 

13,056 

84,151 
372,271 
594,302 

921,843 

T 

959,899 

84,151 

372,271 

399,405 

55,971 

92,402 

89, 

,6  75 

1,143,362 

1,133, 

,039 

838,963 

,347,119 

$  34,775 

$a,803) 

$(428,624) 

$  5,488 

$  85, 

,663 

$   133,322 

$   68, 

,057 

$   279,802 

$_ 

176,680 

See  footnote  I,  page  26. 


These  schedules  are  prepared  from  the  Statewide  Budgeting  and  Accounting  System.   Additional  information  is  provided  in  the  notes  to  the 
financial  schedules  on  pages  25  through  28. 
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DEPART>[ENT  OF  AGRICULTTOE 

SCHEDULE  OF  PROGRAM  EXPENT)ITURES  BY  FUND 

BroCET  AKD  ACTUAL 

FOR  FISCAL  YEAR  ENDED  JL^NE  30,  1984 


Centralized     Rural        Hail 
Services    Development    Insurance 


Wheat 

Crop 

Research 

and 

and 

Environmental 

Plant 

Livestock 

Marketing 

Marketing 

Management 

Industry 

Total 


GENERAL  FUND 


Budget 

S215,174 

Actual 

Personal  Services 

177,269 

Operating  Expenses 
Equipment 

Total  Actual 

35,264 

434 

212,967 

Unspent  Appropriations 

1 

2,207 

SPECIAL  REVENUE  FU^ro 

Budget 

$ 

79,308 

Actual 

Personal  Services 

56,850 

Operating  Expenses 

13,715 

Equipment 
Grants 

1,794 

Total  Actual 

72,359 

Unspent  Appropriations 

1 

6,949 

ENTERPRISE  FUND 

Budget 
Actual 

$101,854 

Personal  Services 

38,863 

Operating  Expenses 
Equipment 

Total  Actual 

17,097 

1,495 

57,455 

Unspent  Appropriations 

s 

44,399 

EXPENDABLE  TRUST  FUND 

Budget 

$ 

17,302 

$52 

,445 

$    158, 

,089 

Actual 

Personal  Services 

9,337 

31 

,347 

102 

,986 

Operating  Expenses 

7,727 

8 

,290 

41, 

,180 

Equipment 
Grants 

1 
13; 

,081 
.232 

5; 

,323 

Local  Assistance 

75, 

,979 

Benefits  and  Claims 

1,795; 
2,020 

,023 

Total  Actual 

17,064 

53 

,950 

,491 

Unspent  Appropriations 

$_ 

238 

$(1 

,505) 

$(1,862 

,402: 

$61,006 

60,753 
189 

60,942 
$    64 


33,975 
$  2,760 


$30,897 

21,485 
4,784 

26,269 
$  4,528 


$   779,651    $   470,379   $  1,557,107 


556,891 
139,201 

62,290 
758,382 

21,269 


393,690    1,210,088 
61,870      241,308 

79       62,803 

1,514,199 


455,639 


14,740  $ 


42,908 


$36,735 

$14,200 

$1_ 

,444,443 

$   374,239 

$   553,190 

$  2,502,115 

14,697 

1,687 

91,068 

174,177 

277,621 

616,100 

7,278 

10,681 

132,249 

139,034 

72,348 

375,305 

12,000 

1,832 

12,682 
925,598 

16,350 

636 

43,500 
927,392 

14.200 


$  -0- 


1,161,597 
$   282,846 


329.561 
44.678 


350,605 


1,962,297 


$   202,585   $   539,818 


38,697   $ 140,551 


8; 

,324 

47, 

,187 

14, 

,610 

31 

.707 

1 

,495 

22,934 


80,389 


15,763   $ 


60,162 


227,836 


143,670 

57,197 

6,404 

13,232 

75,979 

1,795,023 

2,091,505 

$(1,863,669) 


PROGRAM  TOTAL 

Budget 

Actual 
Personal  Services 
Operating  Expenses 
Equipment 
Grants 

Local  Assistance 
Benefits  and  Claims 
Total  Actual 

Unspent  Appropriations 


$413,638 

$52,445 

$    158,089 

$97,741 

282,320 

31.347 

102,986 

75,450 

73,802 

8,290 

41,180 

7,467 

1,929 

1,081 

5.323 

12,000 

1,794 

13.232 

75,979 

1,795,023 

359,845 
$  53,793 


53,950 


2,020,491 


$(1,505)    $(1,862,402) 


94,917 
$  2,824 


$45,097 

$1,444,443 

91,068 
132,249 
925,598 

12,682 

$1,153,890 

23,172 

15,465 

1.832 

731,068 

278,235 

78,640 

40,469 
$  4,628 

1,161,597 
$   282,846 

1,087,943 
$         65,947 

$1,062,266   $  4,427,609 


679,635 

148.829 

715 


829  .  1 79 


2.017,046 
705,517 

1,027,118 
27,708 
75,979 

1.795,023 


5,6A8,39l 


$   233,087   $(1,220,782) 


See  footnote  1,  page  26. 


These  schedules  are  prepared  from  the  Statewide  Budgeting  and  Accounting  Svsten 
tinancial  schedules  on  pages  25  through  28. 


Additional  information  is  provided  in  the  notes  to  the 
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DEPARTMENT  OF  AGRICULTURE 


PERSONAL  SERVICES 
Salaries 
Hourly  Wages 
Other  Compensation 
Employee  Benefits 

Total  Personal  Services 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 

Repair  and  Maintenance 
Other  Expenses 

Total  Operating  Expenses 


SCHEDULE 

OF  PROGRAM 

EXPENDITURES 

BY  OBJECT 

FOR 

FISCAL  YEAR 

ENDED  JUNE  30 

,  1985 

Wheat 
Research 

Centralized 

Hail 

Crop  and 

and 

Environmental 

Plant 

Services 

Rural 

Insurance 

Livestock 

Marketing 

Marketing 

Ma' 

nagement 

Industry 

Division 

Development 
$27,908 

Unit 

Unit 

Unit 

Unit 

D 

ivision 

Division 
$497,136 

Total 

$258,875 

$  51,661 

$66,157 

$18,795 

$    70,826 

$ 

603,891 

$1,595,249 

38,322 

187 

22,339 

36,180 

97,028 

850 

74 

7,850 

2,249 

11,023 

47,138 

5,567 

15,504 

14,197 

3,948 

14,114 

136,658 

110,947 

348,073 

306,863 

33,475 

105,561 

80,354 

22,743 

92,977 

762,888 

646,512 

2,051,373 

21,533 

1,960 

6,454 

4,833 

46,881 

37,182 

60,556 

48,484 

227,883 

3,203 

455 

861 

255 

4,422 

3,247 

77,095 

19,802 

109,340 

11,386 

1,990 

5,015 

6,960 

2,733 

26,573 

38,765 

27,838 

121,260 

14,167 

2,496 

11,533 

3,127 

31,468 

50,133 

35,808 

148,732 

12,925 

1,291 

3,983 

1,770 

10,362 

25,496 

15,593 

71,420 

1,894 

4,516 

6,410 

3,460 

502 

1,986 

677 

1,448 

39,024 

8,012 

55,109 

146 
8,840 

140 
29,972 

3,532 
63,142 

12,042 
122,322 

7,427 
298,496 

4,014 
164,067 

27,301 

68,568 

12,048 

767,455 

EQUIPMENT 

Equipment  (1 ,026) 

Total  Equipment  (1,026) 

LOCAL  ASSISTANCE 
From  State  Sources 
From  Other  Income  Sources 
Total  Local  Assistance 

GRANTS 

From  State  Sources  25,000 

Total  Grants  25,000 

BENEFITS  AND  CLAIMS 
From  State  Sources 

Total  Benefits  and  Claims 

TOTAL  PROGRAM  EXPENDITURES       $399,405 


600 


600 


13,056 
13,056 


$  55,971 


2,347 


2,347 


48,087 
36,064 
84,151 


372, 

.271 

372, 

,271 

$594, 

,302 

3,790 
3,790 


6,220 


6,220 


71,655      28,384     111,970 
71,655      28,384     111,970 


48,087 
36,064 
84,151 


921,843  959,899 

921,843  959,899 


372,271 
372,271 

$92,402      $89,675     $1,143.362   $1,133,039    $838,963  $4,347,119 


These  schedules  are  prepared  from  the  Statewide  Budgeting  and  Accounting  System. 
financial  schedules  on  pages  25  through  28. 


Additional  information  is  provided  in  the  notes  to  the 
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DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  PROGRAM  EXPENDITURES  BY  OBJECT 

FOR  FISCAL  YEAR  ENDED  JUNE  30,  1984 


Centralized                 Hail      Crop  and 
Services       Rural      Insurance   Livestock    Marketing 
Division    Development      Unit        Unit Unit 


Wheat 
Research 

and     Environmental    Plant 
Marketing   Management     Industry 


Unit 


Division 


Division 


Total 


PERSONAL  SERVICES 

Salaries  $238,031 
Hourly  Wages 

Other  Compensation  3,275 

Employee  Benefits  41 ,014 

Total  Personal  Services  282,320 

OPERATING  EXPENSES 
Contracted  Services 
Supplies  and  Materials 
Communications 
Travel 
Rent 

Utilities 
Repair  and  Maintenance 

Other  Expenses  

Total  Operating  Expenses       73 ,802 

EQUIPMENT 

Equipment  1,929 

Total  Equipment  1 ,929 

LOCAL  ASSISTANCE 
From  State  Sources 
From  Other  Income  Sources 
Total  Local  Assistance 

GRANTS 

From  State  Sources 
Total  Grants 

BENEFITS  ANT)  CLAIMS 
From  State  Sources 

Total  Benefit  and  Claims 

TOTAL  PROGRAM  EXPENDITURES       $359,845 


1,794 


1,794 


$26,136 


5,211 
31,347 


8,290 


1,081 
1,081 


51,180 

36,372 

150 

15,284 

102,986 


$62,356 

13,094 
75,450 


$19,352 

3,820 
23,172 


70,418 

428 

7,250 

12,972 

91,068 


$   585,828 
18,407 

126,833 
731,068 


$527,328   $1,580,629 


35,192 

4,441 

112,674 

679,635 


41,180 


5,323 


5,323 


43,417 
32,562 


75,979 


13,232 
13,232 


1,795,023 
1,795,023 

$53,950    $2,020,491 


7,467 


12,000 
12,000 


$94,917 


15,465 


1,832 
1,832 


$40,469 


132,249 


12,682 
12,682 


925,598 
925,598 


278, 

,235 

78, 

,640 

78, 

,640 

$1,161,597   $1,087,943 


148,829 


715 


715 


90,399 

15,116 

330,902 

,017,046 


25,905 

1,075 

4,599 

186 

6,560 

37,223 

41,447 

52,738 

169,733 

2,533 

328 

812 

2,314 

3,347 

78,628 

14,604 

102,566 

10,759 

2,114 

6,671 

7,240 

3,212 

25,620 

31,739 

22,383 

109,738 

16,333 

2,970 

23,190 

41 

913 

40,044 

50,608 

31,186 

165,285 

14,321 

1,401 

4,586 

1,920 

8,451 

24,747 

16,613 
4,448 

72,039 
4,448 

1,482 

327 

1,256 

157 

673 

44,673 

5,310 

53,878 

2,469 

75 

66 

389 

16,891 

6,393 

1,547 

27,830 

705,517 


114,202 
114,202 


43,417 
32,562 


75,979 

940,624 

940,624 

1,795,023 

1,795,023 

$829,179 

$5,648,391 

These  schedules  are  prepared  from  the  Statewide  Budgeting  and  Accounting  System, 
financial  schedules  on  pages  25  through  28. 


Additional  information  is  provided  in  the  notes  to  the 
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DEPARTMENT  OF  AGRICULTURE 

SCHEDULE  OF  ADDITIONS  AND  DEDUCTIONS 

TO  AGENCY  FUND  PROPERTY  HELD  IN  TRUST 

FOR  THE  TWO  FISCAL  YEARS  ENDED  JUNE  30,  1985 


Property  Held  In  Trust,  July  1,  1983  $133,485 

Additions : 

Flscnl  Yenr  1983-84 
Nonbudgeted  Receipts  42,555 

Fiscal  Year  1984-85 
Nonbudgeted  Receipts  60,819 


Deductions : 
Fiscal  Year  1983-84 

Nonbudgeted  Disbursements  (40,756) 

Fiscal  Year  ] 984-85 

Nonbudgeted  Disbursements  (42,368) 


Property  Held  in  Trust,  June  30,  1985  $153,735 


This  schedule  is  prcpnreci  from  the  Statewide  Budgeting  and  Account- 
ing System.  Additional  information  is  provided  in  the  notes  to  the 
financial  schedules. 
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MONTANA    DEPARTMENT   OF  AGRICULTURE 

NOTES    TO    FINANCIAL   SCHEDULES 

FOR   THE   TWO    FISCAL   YEARS    ENDED   JUNE    30,    1985 


1.      SUMMARY   OF   SIGNIFICANT   ACCOUNTING    POLICIES 

A.        Basis  of  Accounting 

The  state  of  Montana  utilizes  the  modified  accrual  basis  of 
accounting  which  is  described  in  the  Montana  Operations  Manual. 
Under  the  modified  accrual  basis  of  accounting,  a  valid  obligation 
exists  when  the  related  liability  is  incurred  except  for  the  follow- 
ing items  which  are  also  considered  valid  obligations  under  state 
accounting   policy. 

—  If  the  appropriation  provided  funds  to  complete  a  given 
project,  the  entire  amount  of  a  contract  may  be  accrued  even 
though  the  services  are  rendered  in  fiscal  years  subsequent 
to  the  fiscal  year  in  which   the  expenditure   is  accrued. 

— The  anticipated  cost  of  equipment  is  expensed  in  the  fiscal 
year  in   which   budgeted. 

— Goods  ordered,  but  not  received  as  of  the  fiscal  year-end, 
may  be  accrued  if  the  purchase  order  was  issued  in  the  fiscal 
year   in  which   the  anticipated  expenditure  is  to  be  accrued. 


B.       Basis  of  Presentation 

The  financial  schedules  were  prepared  from  the  StatewicJe 
Budgeting  and  Accounting  System  (SBAS)  without  adjustments. 
Accounts  are  organized  on  the  basis  of  funds  according  to  state 
law.      The  following   fund   types  are  used   by   the  department: 
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General  -  accounts  for  all  financial  resources  except  those 
required   to  be  accounted   for   in  another  fund. 

Special  Revenue  -  accounts  for  the  proceeds  of  specific 
revenue  sources  that  are  legally  restricted  to  expenditures 
for  specified  purposes.  Legislative  appropriations  are  re- 
quired to  be  spent  fron  this  fund  type.  This  activity  in- 
cludes the  registration  and  inspections  of  fertilizers  and 
feeds,  grain  inspection,  wheat,  barley  and  alfalfa  seed  market 
promotion  and  enforcement  of  regulations  pertaining  to  pesti- 
cide application. 

Enterprise  Funds  -  to  account  for  operations:  a)  that  are 
financed  and  operated  in  a  manner  similar  to  private  business 
enterprises  —  where  the  intent  of  the  governing  body  is  that 
the  costs  of  providing  goods  or  services  to  the  general  public 
on  a  continuing  basis  be  financed  or  recovered  primarily 
through  user  charges;  or  b)  where  the  governing  JDody  has 
decided  that  periodic  determination  of  revenues  earned,  ex- 
penses incurred,  and/or  net  income  is  appropriate  for  capital 
maintenance,  public  policy,  management  control,  accountabil- 
ity,   or  other  purposes. 

The  Enterprise  Funds  at  the  department  include  the  Alfalfa 
Leaf  Cutter  Bee  program  and  the  Montana  Agricultural  Loan 
Authority. 

Trust    and    Agency    Funds   -    to    account    for    assets    held    by    a 
governmental    unit    in    a    trustee    capacity    or    as    an    agent    for 
individuals,    private    organizations,    other    governmental    units, 
and/or  other   funds.      These  include  Agency    Funds  and   Expend- 
able Trust   Funds. 

The   Expendable   Trust    Fund    includes    haii    insurance   and    rural 
development  funds.      Both   funds   have  statutory  appropriations 
above  and   beyond   those   reflected   in   the  budgeted  expenditures 
shown  on   the  financial   schedules. 

The  Agency  Fund  holds  certificates  of  deposit  from  commercial 
pesticide  applicators  to  ensure  that  the  public  will  be  com- 
pensated if  the  applicator  is  negligent.  The  Expendable 
Trust  Fund  includes  the  Hail  Insurance  Program,  Rural 
Development  assets  transferred  to  the  state  under  the  Rural 
Rehabilitation  Corporation  Liquidation  Act  and  surety  bond 
proceeds  held  on  behalf  of  creditors  of  the  bankrupt  Coast 
Trading   Company. 
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2.  ANNUAL  AND   SICK    LFAVE 

Employees  at  the  department  accumulate  both  annual  and  sick 
leave.  Employees  are  paid  for  100  percent  of  unused  annual  and 
25  percent  of  unused  sick  leave  credits  upon  termination.  Accu- 
mulated unpaid  liabilities  for  annual  and  sick  leave  are  not  re- 
flected in  the  financial  schedules  of  the  Department  of  Agriculture. 
Expenditures  for  termination  pay  currently  are  absorbed  in  the 
annual  operational  costs  of  the  department.  At  June  30,  1985,  the 
department  had  an  approximate  liability  of  $143,75'!  for  annual 
leave  and   $8^1,001    for  sick   leave. 

3.  PENSION    PLAN 

Employees  are  covered  by  the  Montana  Public  Employees' 
Retirement  System  (PERS).  The  department's  contribution  to  this 
plan  was  $98,894  in  fiscal  year  1983-84  and  $100,714  in  fiscal  year 
1984-85. 

4.  GENERAL   FUND    BALANCE 

The  General  Fund  is  a  Statewide  Fund.  Agencies  do  not  have 
a  separate  General  Fund  since  their  only  authority  is  to  pay 
obligations  from  the  Statewide  General  Fund  as  long  as  they  stay 
within  their  appropriation  limits.  Thus,  on  an  agency  Schedule  of 
Changes  in  Fund  Balance,  the  beginning  and  ending  fund  balance 
will  always  be  zero  for  the  General   Fund. 

5.  BUDGET    INFORMATION 

The  department  utilizes  a  fixed  basis  of  budgeting.  Appro- 
priations of  specific  dollar  amounts  are  set  for  each  fiscal  year  in 
a  biennium  by  the  Legislature.  Appropriations  control  the  finan- 
cial operations  of  the  department  each  fiscal  year.  At  fiscal 
year-end,  appropriations  (with  the  exception  of  continuing  appro- 
priations and  biennial  appropriations^  revert  to  the  fund  of  origi- 
nal    appropriation.       The     reverted     appropriation     balance     may     be 
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used    in    the   subsequent   year   as   authorization    for   valid    prior   year 
obligations. 

Budget  amendments  represent  the  authorization  to  spend 
funds  not  available  for  consideration  by  the  Legislature  but  avail- 
able from  sources  other  than  General  Fund.  Budget  amendments 
are  approved  by  the  Governor's  Office  of  Budget  and  Program 
Planning. 

6.  ADDITIONS   TO   EQUIPMENT 

The  Department  of  Agriculture  records  equipment  in  the 
General  Fixed  Assets  Account  Group.  The  department  recorded 
additions  of  $136,8i<0  and  $70,372  and  deductions  of  $18,771  and 
$8,881  in  fiscal  year  1983-84  and  1984-85,  respectively.  At 
June  30,  1985,  department  records  showed  $839,647  of  equipment. 
An  additional  $8,470  in  equipment  purchased  during  fiscal  year 
1984-85  was  not  recorded  in  department  property  records  until 
September   1985. 

7.  NEGATIVE    FUND    BALANCE 

The  Montana  Agricultural  Loan  Authority  sustained  an  operat- 
ing loss  of  $73,006  in  fiscal  year  1984-85,  The  authority  also 
sustained  an  operating  loss  in  fiscal  year  1983-84.  House  Bill  500, 
Laws  of  1985,  extended  repayment  of  an  ijiter-entity  loan  from  the 
General  Fund  to  June  30,  1987.  The  balance  of  the  loan  at  June  30, 
1985   was   $137,969. 
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DEPARTMENT  OF  AGRICULTURE 


SCHEDULE 

OF 

FEDERAL  GRANT  RECEIPTS 

1 

FISCAL  YEARS 

ENDING 

JUNE  30,  1984 

AND 

1985 

Grant  Number 

Rece: 

1 
pts 

FY  1984 

FY  1985 

=;nvironmentaI  Protection 

Agency 

Enforcement 

E008323-84 

$  82,079 

$  26,856 

Enforcement /Indirect 

10,073 

3,516 

Enforcement 

E008323-83 

92,348 

10,949 

Enforcement /Indirect 

3,042 

19,608 

Enforcement 

E00832  3-85 

109,077 

Enforcement /Indirect 

7,153 

Certification 

E008353-83 

6,478 

22,485 

Certification 

E008353-84 

10,699 

3,301 

Certification 

E008353-85 

55,324 

Endrin 

CR8 105 16-0 1-0 

52,390 

8,324 

Endrin/Indirect 

2,804 
259,913 

2,313 
268,906 

Food  &  Drug  Administration 
Animal  Feed  Contaminants 
Animal  Feed  Contaminants 

Indirect 
Indirect 


223-83-4227 
223-84-4227 

223-83-4227 
223-84-4227 


10,874 


842 


16,910 
1,433 


Food  &  Drug  Administration 
Medicated  Feed 
Medicated  Feed 


223-83-4034 
223-84-4034 


6,316 


6,858 


United  States  Department  of 

Agriculture 

Marketing  Development  Grant       1225A2355 
Federal  Grain  Inspection  Service   12-36-SA-8503 


."5277,945 


5,410 
2,500 


$302,017 


This  schedule  was  prepared  on  the  cash  basis  and  accordingly  the  amounts 
do  not  necessarily  agree  to  the  financial  schedules. 
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AGENCY    RESPONSE 


TEDSCHWINDEN 

GOVERNOH 


STATi:  OF  MONTANA  telephone: 

AREA  CODE  406 

I)i:i»AKrMI  NT  OF  A(;RICHLTURF  444  314, 

OFFICE  OF  THE  DIRECTOR 
AGRICULTURE/LIVESTOCK  BLDG. 

CAPITOL  STATION  KEITH  KELLY 

DIRECTOR 
III  I  I  N  \.  MON  I  \N  \  >"»(.2(l-l»:(ll 


March    14,     1986 


PprMTiv/FO 


AR  I   ■  'iSSo 


MONTANA  LElilSLATIVE  AUDDTflB 

Scott  A.  Seacat 

Legislative  Auditor 

Office  of  the  Legislative  Auditor 

State  Capital 

Helena,  MT,  59j620 

Dear  Mr.ySeacat: 

The  Montana  Department  of  Agriculture  submits  the  following 
responses  to  the  financial-compliance  audit  recommendations 
of  the  two  fiscal  years  ending  June  30,  1985. 


RECOMMENDATION  #1 

WE  RECOMMEND  THE  DEPARTMENT  IMPLEMENT  ITS  REORGANIZATION  PLAN  TO 
TRANSFER  THE  ACCOUNTING  AND  REPORTING  FUNCTIONS  FOR  FEDERAL 
GRANTS  TO  THE  CENTRALIZED  SERVICES  DIVISION. 

RESPONSE:   We  concur  and  the  Department  is  implementing  the 
recommendation  with  a  completion  date  effective 
April  1,  1986. 

RECOMMENDATION  #2 

WE  RECOMMEND  THE  DEPARTMENT  ESTABLISH  PROCEDURES  TO  ENSURE  THAT 
FINANCIAL  STATUS  REPORTS  ARE  PREPARED  AND  SUBMITTED  IN  ACCORDANCE 
WITH  FEDERAL  REGULATIONS. 

RESPONSE:   We  concur  and  the  Department  has  included  the 

financial  status  reports  in  the  reorganization  of 
Recommendation  #1. 
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RECOMMENDATION  #3 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  REQUEST  FEDERAL  MONEYS  ONLY  AS  NEEDED  TO  MINIMIZE  CASH 
BALANCES . 

B.  MAINTAIN  CASH  DETAIL  RECORDS  BY  GRANT  ON  THE  STATE'S 
ACCOUNTING  RECORDS  TO  ENSURE  TIMELY  DRAWDOWNS  OF  GRANT 
FUNDS. 

RESPONSE:   A.   We  concur  and  the  Department  will  make  a  concerted 

effort  to  minimize  federal  cash  balances. 

B.   We  concur  and  will  implement  a  cash  detail  record 
system  effective  July  1,  1986. 


RECOMMENDATION  #4 

VJE  RECOMMEND  TKE  DEPARTMENT  COMPLY  WITH  THE  SEED  LABELER 
LICENSING  LAW  WHICH  REQUIRES  NONRESIDENT  APPLICANTS  TO  FILE  WITH 
THE  SECRETARY  OF  STATE. 

RESPONSE:   We  concur  and  the  recommendation  has  been  implemented, 

RECOI#iENDATION  #5 

WE  RECOMMEND  THE  DEPARTMENT  INVEST  ALFALFA  SEED  ASSESSMENT 
ACCOUNT  CASH  WITH  THE  BOARD  OF  INVESTMENTS  AS  REQUIRED  BY  STATE 
LAW. 

RESPONSE:   VJe  concur  and  recommendation  has  been  implemented. 

RECOMMENDATION  #6 

WE  RECOMMEND  THE  DEPARTMENT  MONITOR  THE  FEDERAL  FUNDS  TO  ENSURE 
NON-GENERAL  FUND  MONEY  IS  SPENT  BEFORE  GENERAL  FUND  MONEY. 

RESPONSE:   VJe  concur  and  the  Department  is  making  a  concerted 
effort  to  expend  non-general  fund  monies  before 
general  fund  monies  in  conjunction  with  the 
implementation  of  Recommendations  #1  and  #2. 
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RECOMMENDATION  #7 

WE  RECOMMEND  THE  DEPARTMENT: 

A.  COMPLY  WITH  STATE  LAWS  CONCERNING  THE  DUTCH  ELM  DISEASE 
CONTROL  PROGRAM. 

B.  EVALUATE  WHETHER  THE  LAW  COVERING  THE  DUTCH  ELM  DISEASE 
PPOGR/^  SHOULD  BE  AMENDED  OR  REPEALED. 

RESPONSE:   The  legislature  has  not  provided  appropriation 

authority  for  the  enactment  of  the  Dutch  Elm  Statute. 
We  will  request  consideration  of  legislative  action  to 
amend  or  repeal  the  law  in  the  '89  biennium 
legislative  process. 


RECOM-MENDATION  #8 

WE  RECOMMEND  THE  DEPARTMENT  SPEND  IN  ACCORANCE  WITH  APPROVED 
OPERATING  PLANS  AS  REQUIRED  BY  THE  APPROPRIATIONS  ACT. 

RESPONSE:   The  Department  will  continue  to  operate  within 
appropriated  authority  and  will  submit  ammended 
operational  plans  to  the  office  of  Budget  and  Program 
Planning  where  applicable. 

I  would  like  to  thank  you  and  your  staff  for  the  courteous  and 
professional  manner  in  which  the  audit  was  conducted. 

Sincerely, 


:^\Lh   KeJ 


K^th  Kelly 
Director 

SL/dl 
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